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City of Denton Discloses Parks Foundation Report and Findings 
 

DENTON, TX, Feb. 16, 2018 – The City of Denton has released the final report and findings 

related to the recent review of the City’s relationship with the Denton Parks Foundation. The 

review was initiated by the City Auditor’s Office following an anonymous tip received through 

the City’s fraud hotline on Sept. 12, 2017, which raised concerns about financial transactions 

between the City and the Foundation. Following the departure of former City Auditor Craig 

Hametner, the City Council hired the law firm of Lynn, Ross, and Gannaway, LLP and 

accounting firm BKD, LLP to complete the review.  

 

The scope of work included conducting interviews with City and Foundation staff; reviewing 

agreements between the City, the Foundation, and the Youth Sports Association; documents and 

transactions regarding the Foundation Morale Fund Account, Eureka 2 project, and Youth Sports 

Enhancement Fees; and the general processes and relationships between the City and the 

Foundation.  

 

Representatives from Lynn, Ross, and Gannaway, LLP and BKD, LLP will present their findings 

to the City Council on Tuesday, Feb. 20 at the Council Work Session beginning at noon.  

 

While there are many conclusions identified in the report, legal counsel did not find a violation 

of the Fraud Directive. Additionally, many of the findings center on the informality of the 

relationship between the City Parks Department and the Foundation, which was not clearly 

defined in the Service Agreement that expired on Sept. 30, 2017. The City Council and Parks 

Foundation will need to evaluate and consider potential options on how to move forward. 

 

A copy of the final report is attached and available on the City’s website at 

www.cityofdenton.com. 

 

### 

 
Visit www.cityofdenton.com for more news and to stay updated. 

http://www.cityofdenton.com/
http://www.cityofdenton.com/
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1. Presentation for City Council Work Session on Feb. 20, 2018 

2. Lynn, Ross, and Gannaway, LLP Report on Findings 

3. BKD, LLP Forensic Investigation Report  



Gannaway/BKD Investigation
for City of Denton

The City’s Relationship with 

the Denton Parks Foundation

Scope Period:  October 1, 2012 through September 30, 2017



Background

• Concerns raised from a tip received from the City’s anonymous hotline

• Investigated by the City’s Fraud, Waste & Abuse Committee about the 
relationship between the City of Denton Parks Department (Parks) and the 
Denton Park Foundation (Foundation)

• Questions had been raised about amounts City had sent to Foundation 
and whether the Foundation had a duty to return any of the funds

• Facility User Agreements – Fees assessed by City and given to 
Foundation 

• Foundation selling advertisements to entities on City property

• Foundation usage of City staff and resources



Investigation Team
• Julia Gannaway, Attorney

• Partner in law firm which 
specializes in municipal 
employment law

• Over 24 years of legal experience 
working with state and local 
governmental entities

• Conducted investigations for 
employers assessing legal 
exposure

• Todd Burchett, Partner

• BKD’s Forensics & Valuation 
Services, South Region Leader

• CPA, CFF, CFE

• Over 15 years of experience in 
investigations and litigated matters

• Experience in dealing with media 
driven or citizen driven complaints

• Case studies:  OKC Disaster Relief Fund 
and City of Port Arthur, Texas

• Expert witness experience



Investigation Team
• Julia Mast, Director

• BKD’s Forensics & Valuation Services

• CPA, CFE

• 12 years of experience in investigations 
and litigated matters

• Experience in dealing with media driven 
or citizen driven complaints

• Case studies:  City of Port Arthur, Texas and 
Junction City, Kansas

• Former City Treasurer and elected City 
Council Member for Pleasant Valley, Missouri

• Expert witness experience

• Keith P. Seiffert, Managing Consultant

• BKD’s Forensics & Valuation Services

• CPA, CFE

• Over 6 years of experience in detailed 
financial analytics and vouching of 
general ledger amounts

• Experience in dealing with preparing 
accounting evidence for use in 
arbitration, mediation and trial

• Expert witness experience



Scope of Work Requested – 1st Phase

• Assess the City’s Internal Auditor’s working papers and files

• Read and analyzed documentation pulled by Internal Auditor and other 
members of Fraud, Waste and Abuse Committee, which included items 
such as:

• Interview notes of City employees

• Lighthouse Reports, included Lighthouse Reports not related to BKD investigation

• Agreements between the City and the Foundation, Youth Sports Association

• Various documents regarding the Foundation Morale Fund account, Eureka 2 
project, Youth Sports Association Enhancement Fees

• Email correspondence between City employees and Foundation



Scope of Work Requested – 1st Phase, cont’d

• Interviews of the City management to understand 

background on investigation and known progress as of 

date Lynn, Ross & Gannaway, LLP and BKD were 

engaged

• Evaluation of potential procedures to perform in 

additional phases

• Discussions with legal counsel 



Scope of Work Requested – 2nd Phase

• Scope Period – October 1, 2012 to September 30, 2017

• Conduct interviews of City and Foundation personnel

• Obtain financial information and document the interactions 
between the Parties

• Analyze books, journal entries, transactions between 
parties, noting:

• Potential conflicts of interest

• Sources of Foundation revenue



Scope of Work Requested – 2nd Phase

• Obtain and read:

• Policies and procedures

• Minutes of City and Foundation

• Follow up on any open matters discovered by Fraud, 

Waste & Abuse Committee, and

• Address areas of concerns raised 



Scope of Work Requested – 1st & 2nd Phases

• The scope of our work did not include a full accounting 

of the City of Denton Parks Department or of the Denton 

Parks Foundation, nor did we perform a compilation, 

review or audit of financial statements.  



Timeline

• On or about September 12, 2017, the City received an anonymous complaint 
related to the Foundation not reimbursing the City for costs on the Eureka 2 park 
project that the caller believed were owed to the City.  

• In the days that followed, the City’s Fraud, Waste & Abuse Committee began 
conducting an investigation and received several comments regarding the 
relationship between the City Parks Department and the Foundation.  

• On October 4, 2017, the City sent a letter to the Foundation (the October 4 
Letter) notifying them to temporarily suspend fundraising efforts on behalf of the 
City until a review was conducted.  This letter was leaked by an unknown source 
to the news media.  The determination of the source of the information was 
beyond the scope of our work.



Timeline, continued

• On October 13, 2017, the City released a statement to the public 
clarifying the October 4 Letter and communicating about the status of 
the City’s Fraud, Waste & Abuse Committee work.

• On October 16, 2017, the City’s Internal Auditor resigned for unknown 
reasons.

• On October 20, 2017, BKD was retained to initially assess the Internal 
Auditor’s work and provide feedback to the City on potential next steps.  

• In early November, BKD was retained through, and we have worked 
with the City’s outside legal counsel, Julia Gannaway, to conduct the 
work we have performed, which is the subject of our report.



Concerns that were investigated

• Have the City Parks Department and Foundation representatives 
fairly represented the nature and amounts of transactions to the 
City Council?

• Does the City have a written policy that clearly defines how it was 
to conduct business with the Foundation?

• Should the City have been reimbursed for the two expenditures 
paid for the Eureka 2 project? 

• Was the Mayor and City Council properly informed about their ROI 
in June 2016?  Or, at any point before and after?



Concerns that were investigated

• Were there payments to City vendors who were also Foundation 
employees, and vice versa?

• What is the condition of the books and records of the Foundation?

• Did the Foundation comply with contractual obligations? (Legal)

• Were any violations of City’s Fraud Directive uncovered? (Legal)

• Did City Council authorize the Foundation to place signage on City 
property? (Legal)

• Did the City Council authorize assessing Field Enhancement Fees and 
remitting those to the Foundation? (Legal)



Methods Used

• Analysis of information from a wide range of sources

• Interviews

• Analysis of applicable policies and procedures

• City and Foundation accounting records

• Internal memoranda

• Minutes of City Council meetings

• Minutes of Parks Foundation meetings



Methods Used

• Interviews

• Marc Culp, Foundation President – Interviewed cooperatively 
without condition.

• Simone Royster, Foundation Treasurer – Declined to participate 
in a face-to-face interview.

• Molly Tampke, Executive Director – Interviewed with her attorney 
present; was cooperative.

• Foundation Administrative Staff – Interviewed; was cooperative.

• City employees – Interviewed; were cooperative.



Cooperation Received from the City

• We asked for:

• Full and complete access to personnel, books, records and 
documents.

• A “let the chips fall where they may” investigation.

• We would include areas that are warranted based upon the 
evidence that we uncovered during the investigation.

• We received a high level of cooperation from City personnel 
and officials.



Cooperation Received from the Foundation, 
continued

• We asked for:

• Information from the Foundation pursuant to the City’s contract with the Foundation.

• Adequate records to establish that the City funds are used for the purposes 
authorized by the agreement between the parties.

• Access to Foundation’s books.

• We received:

• The initial requests for information from the Foundation were provided.

• A second request for additional information was resisted by the Foundation President.

• The Foundation President was concerned that he did not know what the nature of our 
investigation was.  We told him that we were working under the contract that the City 
had with the Foundation and that the Foundation was required to provide us access 
to their books and records.  

• Ultimately, the Foundation complied.



Cooperation Received from the Foundation, 
continued

• In written correspondence dated December 11, 2017, the Foundation President stated 
that it was unfair to conduct interviews without us offering more information about the 
nature of our investigation.  

• He stated that he would interview with us “without condition”.  

• He stated that he believed the entire process to be unfair, including whether any of the 
interviewees might want to consult with their legal counsel before submitting to our process.

• Two Foundation witnesses obtained legal counsel and resisted being interviewed without 
making demands for certain concessions from us.  

• These demands included a list of areas of inquiry, a list of questions to be answered, a 
statement from BKD, LRG and the City that our investigation would not involve anything for 
which violations of the penal code may be brought; insisting that responses would be provided 
only in writing, and, ultimately refusing to engage in a personal interview.  

• We interviewed one of these witnesses with her attorney present.  We did not reach an 
agreement to interview the other witness, the Foundation Treasurer.



Conclusions

• Legal counsel did not uncover a violation of Fraud Directive

• Legal counsel found the parties complied with their contractual 
obligations

• Legal counsel found that City Council did not authorize the Foundation 
to place signage on City property

• Legal counsel found that City Council had not authorized assessment of 
Field Enhancement Fees

• These statements are based on the information that we were able to 
gather considering the scope and the limitations imposed by those we 
were not able to interview.



Conclusions

• The City did not have a written policy on how it was to 
conduct business with the Foundation.  

• From time to time, City Council minutes provide information 
on the intent of a particular project or transaction.  But other 
than those minutes and the 2017 Service Agreement, which 
was signed in February of 2017, there were not any 
communications that established a clear operating 
relationship between the City/Parks and the Foundation.

• The 2017 Agreement expired on September 30, 2017.



Conclusions

• Most interviewees noted that there were concerns regarding “blurred lines” 
between the two entities.  

• City/Parks employees were used on Eureka 2, including maintenance and marketing.  

• City/Parks employees were diverted for months from their typical work to assist with 
the Eureka 2 project.  

• City/Parks employees were requested to design and/or print off flyers promoting 
Foundation activities/events.  

• From our analysis of the City Council minutes, our assessment is that the City 
Council did not know the full scope of the assistance and the amount of City time 
that went into a Foundation project.

• During much of the Scope Period, a City/Parks employee was tasked with 
keeping the Foundation books on a current basis and periodically reconciling with 
the official books kept by the Foundation Treasurer. 



Conclusions

• In interviews with the City/Parks (former) Director, he:

• Stated that the line has always been blurred, but Eureka 2 assistance required by the 
City helped expose this even further, “mainly due to the time crunch.” 

• Stated that he would tell potential donors to send donations through the Foundation 
because “it was easier to expend dollars,” expenses don’t have to go to bid, and “he 
could select” what projects he would want to do and how the money was spent.  We 
have not found any evidence that the City management had any knowledge of this or 
gave approval or instructions to do this.  

• He indicated that he had influence on spending at the Foundation.  

• The Foundation has no written controls surrounding procurement.  So, he had the 
ability to avoid the City’s restrictions on procurement by running purchases/expenses 
through the Foundation.  In addition, we noted that there is no formal conflict of 
interest policy in place at the Foundation that we were provided. 



Conclusions

• The usage of City/Parks personnel and the providing of 

other City resources to support the Eureka 2 project 

was far more than the $173,828 amount identified in the 

payroll records incurred by maintenance employees.  

Interviewees indicated that the Foundation became 

accustomed to using City/Parks staff for certain 

administrative functions, and this caused frustration by 

City/Parks staff after the Eureka 2 project was finished.  



Conclusions

• There is an ongoing disagreement between the City and 
the Foundation regarding two Eureka 2 expenditures 
that the City paid when the Foundation was building that 
project.  At the time, the Foundation did not have the 
funds to cover the amounts that were due.  The 
payments were for: 

• Playground equipment of $95,000 on November 10, 2015

• Pour and play of $85,000 on March 1, 2016



Conclusions

• We find the PD Staff Report presented to the Mayor and 

City Council was inaccurate:

• ROI calculation inputs and assumptions

• Amounts raised by the Foundation

• Not accounting for the additional investments by the City for 

office space, personnel, etc.



Conclusions

• The Foundation signed a signage “Sponsorship” agreement with 
an outside company, S&B Visionary, for a campaign to advertise 
on City Property for $40,000.  Twenty-five percent of the proceeds 
were to go to S&B Visionary as a fee for promoting the 
sponsorships.  This was done without City management approval.

• Interviewees had noticed other commercial advertising at the pool 
and baseball facilitates, including a bank sign on the Eureka 2 
playground equipment.  

• The City’s agreement with the Foundation does not address the 
Foundation selling advertising on its property.



Conclusions

• The City/Parks department has an agreement with the Youth 
Sports Association (Association) for collection of an “Enhancement 
Fee” of $5 per registered player.  The payments are made payable 
to the Foundation who is not a party to the agreement.  

• The Foundation’s records indicate that from October 2012 to 
September 2017, the Foundation collected $48,450 from the 
Association.  The records we analyzed indicated that the Foundation 
holds the funds and remits them back to the Association for field 
enhancement projects.  Expenditures were $54,675 for this fund during 
the same period.

• Due to the Scope Period being measured, it appears the Foundation expended 
more than it brought in. Presumably, the Foundation had received funds in prior 
periods and disbursed them during our Scope Period.



Recommendations – Assuming Parties Move 
Forward Together
Agreement with the Foundation/Clarification of Boundaries

• Evaluate periodically the City’s arrangements with the Foundation and determine whether it is in the 
City’s interest to continue the relationship/arrangement for a given time period.

• Develop a memorandum of understanding which sets out the understanding of the relationship 
between the Foundation and the City, clearly defining roles and expectations between both, 
benchmarks to achieve, and expected flow of money. In addition, develop policies for City 
employees for guidance with their interactions with the Foundation.

• Develop policies and procedures around the interactions between the City and the Foundation, 
related to:

• generally and specifically related to monies that flow from one entity to the other;

• related to employees of either entity;

• Define how the ROI calculation should be computed and any other metrics of measuring the 
success of the Foundation by the City.

• Define a reporting mechanism for the Executive Director of the Foundation to report to someone at 
the City, other than the City/Parks Director to provide a control.



Recommendations – YSA Fees

Accounting for Youth Sports Association fees
• Payments should be remitted to the City of Denton under the 

current agreement.  The City would then be responsible for 
administering those funds.

• Alternatively, the City could terminate its agreement with the Youth 
Sports Association and develop a new arrangement for supporting 
the organization.

• The City should ask the Foundation to provide its own accounting 
of the funds collected and disbursed for these purposes.



Recommendations

City Operations 
• Implement a Code of Conduct policy.

• Perform annual conflict of interest disclosures for City 
Council and department heads that identify business 
relationships and family.  The focus should be about 
transparency regarding with whom the City does business.

• Require that any receipt of money donated to the City or for 
its use be documented through written Donor Agreements.



Recommendations

Foundation Operations 

• Implement control processes similar to the City for cash handling and procurement. This 
should reduce the temptation for individuals to direct activities towards a certain vendor.

• Develop of a Conflicts of Interest policy and a Code of Conduct policy to assist them with 
identification of potential conflicts of interest.

• Have more timely entry of financial transactions (within one to two weeks) in its 
bookkeeping records so that more accurate reports can be provided, both internally, to the 
Foundation’s Board, and to the City.

• Set up procedures to ensure the recording and tracking of pledges, preferably by utilizing 
the accounting software.

• Enter the addresses of its vendors in its accounting software program to further help 
identify potential conflicts of interest.



Questions?



Thank You!
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Mayor Chris Watts 
Denton City Council  
City of Denton, Texas  
215 E. McKinney Street 
Denton, Texas 76201 
 
 
We have performed a forensic investigation for the City of Denton, Texas (City), in connection with 
concerns raised from a tip received from the City’s anonymous hotline and investigated by the City’s 
Fraud, Waste & Abuse Committee about the relationship between the City of Denton Parks Department 
(Parks) and the Denton Park Foundation (Foundation).  Work performed was limited to the scope period 
of October 1, 2012 through September 30, 2017 (Scope Period).  This report presents our findings and 
observations as of February 6, 2018. 

After reading the report and file of the City’s internal auditor, BKD recommended that certain forensic 
accounting procedures be performed.  City management agreed with our proposed scope of work.  In 
addition, City management agreed to allow us access to all information we requested and to a thorough 
and complete investigation.   

Forensic accounting and forensic investigation services generally involve the application of specialized 
knowledge and investigative skills possessed by CPAs to collect, analyze, and evaluate evidential matter 
and to interpret and communicate findings in the courtroom, boardroom, or other legal or administrative 
venue.  These services often involve existing or potential dispute resolutions proceedings.1  The term 
“forensic” is based on the Latin forensis, meaning “that which is suitable to present before a forum.”2  
Black’s Law dictionary defines “forensic” as “Used in, or suitable to, courts of law or public debate.”3 

Our scope included procedures to focus on the relationship and transactions between the City/Parks 
Department and the Foundation.  We have not made any management decisions or performed any 
management functions; the responsibility for which remains with City management and the City Council.   

Our services were provided in accordance with the Statement of Standards for Consulting Services 
promulgated by the American Institute of Certified Public Accountants and, accordingly, do not constitute 
a rendering by BKD, LLP or its partners or staff of any legal advice, nor do they include the compilation, 
review or audit of financial statements, and accordingly, we are not expressing an opinion on the City’s or 
the Foundation’s financial statements or their financial condition. 

Our procedures will not necessarily disclose all potential irregularities but were intended to address 
numerous questions that have been raised about the operations and financial activities of the City and the 
Foundation.  The City’s management is responsible for the design and implementation of programs and 
controls to prevent and detect fraud.  

                                                           
1 AICPA Forensic & Valuation Services Practice Aid – Forensic Accounting – Fraud Investigations, page 8.  See 
also AICPA Forensic & Valuation Services Practice Aid – Serving as an Expert Witness or Consultant, page 5, 
Definition of Forensic Accounting Services.   
2 AICPA Forensic & Valuation Services Practice Aid – Forensic Accounting – Fraud Investigations, page 15.   
3 AICPA Forensic & Valuation Services Practice Aid – Forensic Accounting – Fraud Investigations, page 15 and 
Black’s Law Dictionary, 9th ed., (St. Paul, MN: West Publishing Company, 2009) 



Denton City Council 
February 16, 2018 
Page 2 
 
 

 

This report is based on work completed to date.  We may supplement this report if we are asked to 
perform additional procedures by the Mayor, City Manager or City Council or if additional information 
should come to our attention. 

We understand this report will be used by the City and the City may release this report to the public.  This 
report is the property of BKD, LLP.  If any party intends to publish or otherwise reproduce this report and 
make reference to our firm name, BKD must be provided with the printer’s proofs or masters for our 
evaluation and approval before printing or other reproduction and provided with a copy of the final 
reproduced material for our approval before it is distributed. 

 

 

 

February 16, 2018 
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Report Overview 

BKD, LLP was retained by the outside legal counsel for the City of Denton, Texas (City), Julia Gannaway 
of Lynn, Ross & Gannaway, LLP, in connection with concerns raised from a tip received from the City’s 
anonymous hotline and investigated by the City’s Fraud, Waste & Abuse Committee about the 
relationship between the City of Denton Parks Department (Parks) and the Denton Parks Foundation 
(Foundation).  The results of our investigation are summarized in this report.   

We hope that our findings will be carefully and thoughtfully considered in terms of historically what has 
happened and in the context of a plan moving forward.  Communications between the City and the 
Foundation have been strained over the past few weeks.  We were asked to be an objective participant in 
investigating the activities that have occurred between these organizations over the past five (5) years.  
Our hope is that our investigation can be a starting point for both organizations moving forward.  See our 
recommendations beginning on page 24 of this report.    

Documentation we read indicated that the City and the Foundation had a relationship which was 
documented in a signed agreement in 1998.  It is our perception that until the recent events, the parties 
have had a collaborative relationship, at a minimum, with many projects being produced together over the 
course of many years. 

Following is a timeline of events leading up to our investigation: 

• On or about September 12, 2017, the City received an anonymous complaint related to the 
Foundation not reimbursing the City for costs on the Eureka 2 park project that the caller 
believed were owed to the City.   

• In the days that followed, the City’s Fraud, Waste & Abuse Committee began conducting an 
investigation and received several comments regarding the relationship between the City 
Parks Department and the Foundation.   

• On October 4, 2017, the City sent a letter to the Foundation (the October 4 Letter) notifying 
them to temporarily suspend fundraising efforts on behalf of the City until a review was 
conducted.  This letter was leaked by an unknown source to the news media.  The 
determination of the source of the information was beyond the scope of our work. 

• On October 13, 2017, the City released a statement to the public clarifying the October 4 
Letter and communicating about the status of the City’s Fraud, Waste & Abuse Committee 
work. 

• On October 16, 2017, the City’s Internal Auditor resigned for unknown reasons. 

• On October 20, 2017, BKD was retained to initially assess the Internal Auditor’s work and 
provide feedback to the City on potential next steps.  BKD was then retained through, and we 
have worked with the City’s outside legal counsel, Julia Gannaway, to conduct the work we 
have performed, which is the subject of this report. 

The scope of our work did not include a full accounting of the City of Denton Parks Department or of the 
Denton Parks Foundation, nor did we perform a compilation, review or audit of financial statements.  The 
specific details of the procedures that we performed are listed in Appendix 1 in our November 3, 2017 
letter to Ms. Julia Gannaway.  The results of those procedures are described in this report.   

The questions raised by the original hotline report and then accentuated by the City Fraud Waste & Abuse 
Committee’s investigation and questions asked by City management mainly center on oversight of the 
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City/Parks Department and the financial arrangements and relationship between the City and the 
Foundation. 

This controversy involves public funds entrusted with the City government as well as a public charity, the 
Foundation, which has a fiduciary responsibility to its donors to use the funds they raise for the purpose 
they were intended and has had a requirement to report to the City how its funds are being used.  In 
particular, there was a specific project, the Eureka 2 project, where City management raised questions 
regarding why the City was not reimbursed for certain costs that the Foundation had allegedly committed 
to reimburse.   

To help the readers of this report, we have organized our report into several sections to make it easier to 
constructively evaluate some of the various factors and considerations that went into our analysis.  

 

Executive Summary 

• The City did not have a written policy governing its relationship with the Foundation.  From 
time to time, City Council minutes provided information on the intent of a particular project 
or transaction.  But other than those minutes and the 2017 Service Agreement (Agreement), 
which was signed in February of 2017, there were no communications that established a clear 
operating relationship between the City/Parks and the Foundation. 

• Most interviewees noted concerns regarding “blurred lines” between the two entities.  
City/Parks employees were used on Eureka 2, including maintenance and marketing.  
City/Parks employees were diverted for months from their typical work to assist with the 
Eureka 2 project.  City/Parks employees were requested to design and/or print off flyers 
promoting Foundation activities/events.  From our analysis of the City Council minutes, our 
assessment is that the City Council did not know the full scope of the assistance and the 
amount of City time that went into a Foundation project.   

• During much of the Scope Period, a City/Parks employee was tasked with keeping the 
Foundation books on a current basis and periodically reconciling with the official books kept 
by the Foundation Treasurer. 

• In interviews with the City/Parks Director5, he stated that the line has always been blurred 
between the City and the Foundation, but Eureka 2 assistance required by the City helped 
expose this even further, “mainly due to the time crunch.”  He also stated that he suggested to 
potential donors that they send donations through the Foundation where he indicated he had 
spending influence.  

• The usage of City/Parks personnel and the providing of other City resources to support the 
Eureka 2 project was far more than the 6,398 man hours and the $173,828 identified in the 
payroll records incurred by maintenance employees.  Interviewees indicated that the 
Foundation became accustomed to using City/Parks staff for certain administrative functions, 
and this caused frustration by City/Parks staff after the Eureka 2 project was finished.   

• There is an ongoing dispute between the City and the Foundation regarding two Eureka 2 
expenditures that the City paid when the Foundation was building that project.  At the time, 
the Foundation did not have the funds to cover the amounts that were due.  The payments 
were for the following:  

                                                           
5 The City/Parks Director’s last day of employment was on December 15, 2017. 
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o Equipment of $95,000 on November 10, 2015 

o Pour and play of $85,000 on March 1, 2016 

We explain the details more fully in the report below. 

• The Foundation signed a signage “Sponsorship” agreement with an outside company, S&B 
Visionary, for a campaign to advertise on City Property for $40,000.  Twenty-five percent of 
the proceeds were to go to S&B Visionary as a fee for promoting the sponsorships.  This 
agreement with the Foundation was done without City management approval.  Interviewees 
had noticed other commercial advertising at the pool and baseball facilitates, including a bank 
sign on the Eureka 2 playground equipment.  At this time, the City’s agreement with the 
Foundation does not address the Foundation selling advertising on its property. 

• The City/Parks department has an agreement with the Youth Sports Association (Association) 
for collection of an “Enhancement Fee” of $5 per registered player.  The payments are made 
payable to the Foundation who is not a party to the agreement.  The Foundation’s records 
indicate that from October 2012 to September 2017, the Foundation collected $48,450 from 
the Association.6  The records we analyzed indicated that the Foundation holds the funds and 
remits them back to the Association for field enhancement projects.  Foundation records 
indicate that there were expenditures made in the amount of $54,675 to the Association  
during the same period.7 

 

Approach to the Investigation 

Our approach to this investigation included analysis of information from a wide range of sources 
including interviews, applicable policies and procedures, City and Foundation accounting records, 
internal memoranda, and minutes of City Council meetings for the Scope Period, October 1, 2012 through 
September 30, 2017 (the Scope Period).   

The interviews included City and Foundation personnel, as described above.  As previously mentioned, 
the agreed upon scope and methodologies BKD employed were designed to assist the City with 
investigating the concerns raised by an anonymous hotline call received by the City and to determine the 
activities and relationship between the City and the Foundation.  So, this was the core focus of our 
investigation:  to address concerns that had been raised about the transactions, arrangements and 
organizational structure between the City Parks Department and the Foundation. 

Phase I of our investigation included an assessment of the City of Denton internal auditor’s working 
papers and files (i.e., City Auditor);8 interviews of the City of Denton, Texas management; and an 
evaluation of potential procedures to perform in additional phases of our investigation.  We recommended 
additional procedures on November 3, 2017 (Phase 2) and the City agreed that we perform procedures 
including additional interviews, electronic data analysis, and analysis of documents, bank accounts and 
books and records.  Appendix 1 includes our engagement letter for Phase 1 and our addendum for Phase 
2, including the description of our specific procedures.   

                                                           
6 Due to the Scope Period being measured, it appears the Foundation expended more than it brought in.  Presumably, 
the Foundation had received funds in prior periods and disbursed them during our Scope Period. 
7 A determination of how the funds were used by the Association is beyond the scope of this engagement. 
8 The City’s internal auditor resigned on October 16, 2017. 
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We were not asked to, and did not perform, a full accounting or audit of the books and records of the 
Foundation or of the City Parks Department. 

We conducted all of our interviews in a confidential manner, respecting the privacy of the individuals 
with whom we spoke.  Unless necessary for reporting on our findings herein, we have not shared the 
identity of the persons providing information with anyone outside of our investigation team. 

Cooperation from the City 

Prior to taking on this project, we specifically advised City management that we did not want to take on 
the investigation unless they were fully committed to permitting our investigators full and complete 
access to personnel, books, records and documents.  We also advised City management that we did not 
want to move forward with the investigation unless they were prepared to “let the chips fall where they 
may” as a result of our investigation and that we would  include areas that are warranted based upon the 
evidence that we uncovered during the investigation. 

We can report that we received a high level of cooperation from City personnel and officials in providing 
information relevant to our investigation.  We also had complete and unfettered access to City personnel, 
files and records.  We were able to interview a number of key personnel in the City Parks Department, 
including the Director of Parks and Recreation, prior to his departure on December 15, 2017.  No question 
we asked of the City personnel went without an answer.  No request for information went without a 
response. 

Cooperation from Certain Denton Parks Foundation Representatives 

The Agreement between the City and the Foundation requires the Foundation to “maintain adequate 
records to establish that the City funds are used for the purposes authorized by” the agreement between 
the parties.  In addition, the Agreement states that the Foundation “will permit authorized officials of City 
to review its books at any time.”  Therefore, in our work on behalf of the City, we requested information 
from the Foundation pursuant to the Agreement.   

The initial requests for information from the Foundation were provided.  Later, when we asked for 
additional information, including interviews of Foundation personnel, those requests were resisted by the 
Foundation President, Marc Culp.  The Foundation President wanted to know the nature of our 
investigation.  We explained that we were working on behalf of the City under the Agreement that the 
City had with the Foundation and that the Foundation was required to provide us access to their books 
and records.  Ultimately, the Foundation complied.   

When we issued a second request of documents, the Foundation President pushed back on our request 
stating that the request would be difficult for them to respond to and that the Foundation team lacked the 
technical sophistication to access and provide some of the requested information.  He also stated that the 
Treasurer has a full-time CPA accounting practice to which she must give priority.  The Foundation 
President continued to raise concerns that he did not know what we were investigating and that what we 
had asked for was broad and far reaching.9  After making these complaints, he ultimately provided the 
information requested within a reasonable time period. 

The Foundation President continued to express frustration over not knowing what we were doing and 
demanded that we inform him of our objectives.  He complained that the City was working from a 
“decade old contract” to demand the Foundation information.  However, the City had an Agreement from 
February 2017 that requires the Foundation to have its records open and available.  In addition, the 
Foundation President felt that the City’s October 13 press release and meeting prior to that did not 
                                                           
9 Email from the Foundation President to Julia Gannaway, City’s outside legal counsel and numerous other City 
officials and Foundation representatives, dated 11/17/2017 
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engender “hope for the necessary future cooperative spirit critical” to the relationship between the 
parties.10  We found this behavior somewhat hindered our investigative process, as he had been our only 
identified contact at the Foundation.   

We note that in performing a forensic investigation, it is often necessary to request and analyze 
information and interview individuals without openly sharing the purpose or objective of the performed 
procedures, as doing so could influence the course of the investigation.  The risk is that this influence 
could lead to faulty conclusions.  Therefore, it is common, and we believe proper, for forensic 
investigators to keep certain aspects of their work confidential until the matter at hand is fully 
investigated.  

In written correspondence dated December 11, 2017, the Foundation President stated that it was unfair to 
conduct interviews without us offering more information about the nature of our investigation.  However, 
he indicated that he would participate in an interview with us “without condition.”  He stated that he 
believed the entire process to be unfair, noting that interviewees should have the option to consult with 
their legal counsel before submitting to our process.  

Two Foundation witnesses obtained legal counsel and resisted being interviewed without making 
demands for certain concessions from us.  These demands included changing our interview methods that 
we could only interview them if we would agree to never press charges for their conduct and so forth.  
We interviewed one of these witnesses with her attorney present.  We did not reach an agreement to 
interview the other witness. 

On December 14, 2017, we interviewed several City personnel.  In addition, one of the Foundation staff 
agreed to meet with us and answer our questions. 

Marc Culp, Foundation President 

Mr. Culp agreed to meet with us for an interview on December 15, 2017.  He was cooperative and 
answered our questions.  He also provided, via email, information regarding the Eureka 2 fundraising that 
was very helpful. 

Simone Royster, Foundation Treasurer 

We contacted Simone Royster, Foundation Treasurer, to request an interview with her regarding the 
working relationship between the City and the Foundation.  We did not receive a response from Ms. 
Royster, but did receive a response from her retained legal counsel, Mr. Hugh Coleman.  He cited her 
professional stature as a CPA and stated that it was important that her reputation not be tarnished by being 
questioned by us without first being informed of what we were seeking.  He requested that we list our 
areas of inquiry and a list of written questions and stated that they would respond with written answers.  
In addition her attorney requested a statement from us that our investigation did not involve anything for 
which violations of the penal code may be brought against Ms. Royster.  Only after we did these things, 
would they be willing to “consider assisting” our investigation.  According to Mr. Coleman, "Ms. Royster 
agreed to co-operate by responding to written questions after being informed of the nature and content of 
the investigation." 

An investigation is a fact-gathering exercise.  We cannot provide blanket assurances, and we would never 
conduct an investigation and agree to not seek out information for which violations may have occurred 
and where charges may be brought against someone.  Unfortunately, Ms. Royster refused to participate in 
a face-to-face interview. 

                                                           
10 Email from the Foundation President to Julia Gannaway, City’s outside legal counsel and numerous other City 
officials and Foundation representatives, dated 11/27/2017 
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We believed that Ms. Royster could have assisted us in our fact finding.  Therefore, our findings are 
limited to the extent that Ms. Royster could have answered some questions related to the Foundation’s 
financial information.  We do not know how this would have influenced the results of our findings. 

Molly Tampke, Foundation Executive Director 

We contacted Molly Tampke, Foundation Executive Director, to request an interview with her on 
December 14 or 15.  She responded to us and explained that she had retained an attorney, Richard Kelsey, 
and requested that we provide a list of questions that we planned to ask during the interview.  Due to Mr. 
Kelsey being out of town for a funeral, we delayed our interview with Ms. Tampke until his return.  We 
interviewed Ms. Tampke on December 21, 2017, with her attorney, Mr. Kelsey, present.  They were both 
cordial and cooperative. 

 

Denton Parks Foundation, a 501(c)(3) Charitable Organization 

The Foundation was formed in 1987 and its bylaws describe its purpose “is to enhance the ability of the 
City of Denton to provide excellent parks and recreational opportunities for the community.”11  We were 
able to independently verify that the Foundation is a public charity through research with the Internal 
Revenue Service.  Although its name includes the word “Foundation,” the Foundation is not a private 
foundation for tax purposes and is required to file an annual Form 990, Return of Organization Exempt 
from Income Tax.   

The Foundation is not governed by the City of Denton but is governed by its own Board of Directors.  
However, the City and the Foundation have entered into contracts or agreements over the years to work 
on projects. 

 

Agreements between the City and Denton Parks Foundation 

1998 Agreement 

In 1998, the City entered into an agreement with the Foundation (the 1998 Agreement).  The 1998 
Agreement contained a Termination clause, which stated that the Agreement was terminated by 
agreement of the parties or until it is superseded by the agreement of the parties.  City legal counsel 
believes that the 1998 Agreement terminated when the parties executed later agreements in subsequent 
periods.12   

No monetary consideration was exchanged between the parties in the 1998 Agreement, in contrast with 
the 2017 Agreement.  Although the City no longer provides utilities/telephone or computer usage (as was 
required of it by the 1998 Agreement), it has continued to provide office space to the Parks Foundation 
without charging any rental fee.13  The 2017 Agreement expired on September 30, 2017.14 

Our evaluation of the Agreement between the City and the Foundation and the financial and operational 
relationships between the entities revealed the following concerns. 

                                                           
11 Bylaws of the Denton Parks Foundation, last amended December 18, 2014 
12 From discussions with the City’s outside legal counsel, Julia Gannaway of Lynn, Ross & Gannaway, LLP 
13 From discussions with the City’s outside legal counsel, Julia Gannaway of Lynn, Ross & Gannaway, LLP 
14 See paragraph III. Time of Performance of the Service Agreement attached to City Ordinance No. 2017-037, also 
attached hereto as Appendix 2 
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2013 Funding Request Approved to Fund the Foundation for a Foundation Executive 
Director 

According to City Council minutes, the City Council and Foundation started discussing hiring an 
executive director in August/September 2013.  City Council was told that the $35,000 per year paid by 
the City to the Foundation would serve as start-up funds to support an Executive Director, and then after 
three years, the Foundation should be able to sustain itself.  In the September 2013 budgeting process, the 
City approved the funding request for $35,000 annually for each of three consecutive years to fund a part-
time Executive Director for the Foundation.   

Concern:  Does the City have a written agreement that clearly defines the City’s obligation for 
subsidizing the Foundation’s Executive Director’s salary?  

Finding:  We have confirmed that there were no written agreements relating to the City’s paying 
for the Parks Foundation Executive Director’s salary in the 2013–2016 timeframe; the yearly 
amounts of $35,000 were allocated during the budgeting process and paid through the Foundation 
invoicing the City. 

2015 Discussion of Activities of the Foundation before City Council15 

In the February 3, 2015 City Council meeting and under the agenda item “Receive an update from the 
Denton Parks Foundation regarding the status of several projects including the Eureka Playground 
replacement and the City’s first spray ground,” then Foundation President Couch introduced the 
Foundation’s Executive Director, Ms. Molly Tampke.   

Ms. Tampke stated in the meeting that one of the major goals for the Foundation was to lead the 
fundraising efforts for the remake of Eureka Playground.  The goal, according to the minutes of the 
Foundation’s presentation, was to raise $1.5 million.  Based on the interview of multiple parties, the 
Foundation’s fundraising goal for Eureka 2 was ultimately set at $500,000. 

According to the minutes and related to a different matter, Ms. Tampke represented to the City Council 
that the Foundation had provided total scholarship money the previous year in the amount of $228,000.   

Concern:  Have the City Parks Department and Foundation representatives fairly represented the nature 
and amounts of transactions to the City Council? 

Finding:  We have not been able to verify that $228,000 in scholarships were provided during the 
2014 time period.  The Foundation financial figures demonstrate much lower receipts and 
disbursements for 2014.  Total revenue in 2014 was $166,008.  Total expenses in 2014 were 
$141,762.16  Using the books of the Foundation, their records indicate that total scholarships for 
the five (5) year period we analyzed were $66,497.25.  See Exhibit 3. 

With City Council approval, the City paid for other miscellaneous projects for and through the 
Foundation.   

                                                           
15 City Meeting Agenda and City Council Minutes, February 3, 2015, Appendix 3 
16 2014 Form 990 of the Foundation; see Exhibit 4 
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A summary of the amounts paid by the City to the Foundation is presented below and in the 
“Bank Statement and Check Register Analysis” section: 

 

                                 *2012 represents October 1 – December 31 

2017 Service Agreement Entered into between the City and the Foundation 

On February 7, 2017, City Council passed an ordinance authorizing the City Manager to execute an 
Agreement with the Foundation.  The Agreement called for the City to pay the Foundation $77,000 to be 
utilized for the salary of the Executive Director, Administrative Support, and office supplies.17 

Concern:  Does the City have a written policy that clearly defines how it was to conduct business with 
the Foundation? 

Finding:  Based on the information that we gathered, although there was a written agreement 
between the City and the Foundation, there are no policies or procedures in place at the City that 
provide guidance on the operating relationship between City/Parks and the Foundation.  There 
needs to be a Memorandum of Understanding (MOU) to ensure duties and responsibilities are 
clearly defined between the City and Foundation.   

• Most interviewees noted that there was concerns regarding “blurred lines” between the two 
entities.  The Park Director stated that the line has always been blurred, but Eureka 2 
assistance required by the City helped expose this even further, “mainly due to the time 
crunch”.   

• City/Parks employees used to work on Eureka 2, a Foundation project, included departments 
such as maintenance and marketing.  Employees were diverted for months from their typical 
work to assist with Eureka 2.  It is unclear if City Council knew of the full scope of the 
assistance and the amount of City time that went into a Foundation project.   

• During much of our scope period, a Parks employee was tasked with keeping the Foundation 
books on a current basis and periodically reconciling with the official books kept by the 
Foundation Treasurer.  

• City/Parks employees are requested to design and/or print off flyers promoting Foundation 
activities/events.  

• The Park Director indicated that he has influence on spending at the Foundation. 

 

                                                           
17 See Ordinance No. 2017-037, Appendix 2 

Year Amount
2012 $269
2013 4,611                 
2014 75,727               
2015 10,862               
2016 36,450               
2017 79,701               

TOTAL $207,620

City Payments to the DPF
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Expectations between the City and the Foundation Regarding Eureka 2 

Eureka 2 Playground Community Build 

The Eureka 2 playground replaced the original Eureka playground erected in 1995.  The original 
playground was decommissioned and taken down in October 2015, and construction on the new Eureka 2 
playground began in November 2015.   

When the original playground began to age, the Foundation began a campaign to raise funds for the 
community build.  We were not able to find a formal agreement between the City and Foundation for the 
Eureka 2 project.18   

The City’s expectations before additional funding for the Executive Director’s salary for 2014/2015 and 
2015/2016 would be considered included the following:  

• Fundraising by the Foundation for the replacement of the Eureka playground.  The target 
amount was $1,000,000.  

• Fundraising by the Foundation for City/Parks and Recreations Department scholarships 
through the sale of commercials on Splash Radio at the Water Works Park or any other 
means.   

In January 2014, Ms. Molly Tampke was hired by the Foundation as their Executive Director.19   

Concern:  Have the City Parks Department and Foundation representatives fairly represented the nature 
and amounts of transactions to the City Council? 

Finding:  The Parks Director represented to us that the Foundation had raised their agreed upon 
$500,000 for the Eureka 2 project.  We have not found any documentation supporting a reduced 
goal of $500,000 rather than the originally stated $1,000,000. 

Further, the general ledger indicates campaign results of $434,387, lower than the $500,000 
stated by the Parks Director.   

Finding:  Interviewees indicated that the Foundation was counting pledges rather than received 
funds when speaking to the City Council and the public about how much money was raised for 
Eureka 2.  Interviewees indicated that a significant amount of pledges were not collected. 

Finding:  Based on our analysis of the accounting records and the procedures we performed, 
there are no indications that the Foundation tracks donation pledges in their accounting records.  
As such, we have not been able to determine the amount of pledges they received compared to the 
actual donations collected for programs such as the Eureka 2 playground. 

City’s Investment in Eureka 2 

During the course of our investigation, it was clear from our interviews that City personnel felt the City 
had contributed far beyond what had been expected for the Foundation’s Eureka 2 community build.   

                                                           
18 We did identify a letter from the City/Parks Director to the Foundation Chairman, on January 15, 2014, that set 
out expectations from the City.  In this letter, the City indicated that they had budgeted $35,000 for the 2013/2014 
fiscal year as a contribution to Foundation to help in the hiring of an Executive Director.  The City stated that if 
funds were available, and progress had been demonstrated in the following areas (below), similar funding would be 
considered during fiscal years 2014/2015 and 2015/2016, and no funding would be available after September 30, 
2016.   
19 Employment Agreement for Executive Director of the Denton Parks Foundation, effective January 1, 2014 
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Invoices paid by the City   

There were two instances where an invoice for the Eureka 2 project was due, and the Foundation did not 
have the funds to cover the payments due.   

• Equipment of $95,000 based on information from the November 10, 2015 City Council 
meeting 

o The Agenda Information Sheet indicates the Foundation will reimburse the City.  

o City/Parks employees, including the Parks Director, stated that the City had expected 
the funds to be reimbursed.   

o Ms. Pete Kamp, Foundation Board Member, stated at the meeting that the funds 
would be reimbursed to the City. 

o ORD 2015-333 – City Council authorizing expenditure of funds for Eureka 2 
playground equipment ($95,811) did not include any language requiring the funds to 
be reimbursed. 

• City Council approved emergency funding for Pour and Play of  $84,892.60 at the March 1, 
2016 City Council meeting 

o The Emergency Declaration stated that “City funds will be used to fund this work 
and, as remaining pledges are honored, the Park Foundation will reimburse the Parks 
and Recreation Department’s expenses up to their $500,000 commitment.”   

o ORD 2016-074 – Ratifying the Expenditures by the City Manager for the Emergency 
Purchase of the Poured in Place ($84,892.60) it did not include any language 
requiring the funds to be reimbursed. 

Concern: Should the City have been reimbursed for the two expenditures paid, for the Eureka 2 project? 

Finding:  Although the intent might have been for Foundation to reimburse the City for the 
amounts paid for the Eureka 2 project, the ordinances passed by the City do not contain explicit 
language regarding the repayment of funds from the Foundation to the City for these 
expenditures.  

Some City Council documents indicate that the City expected to be repaid for the two payments 
the City made on the equipment.  The City/Parks Director indicated that one of the invoices was 
expected to be repaid but should be forgiven as the Foundation “fulfilled its obligation” of raising 
$500,000 for the project.  The Foundation Executive Director believes that there was never a 
commitment to repay those funds.  However, a Foundation representative gave a presentation to 
the City Council about the Foundation funds on the Eureka 2 project and indicated that the 
Foundation would repay the City.  The actual City ordinance does not indicate whether the funds 
needed to be repaid by Foundation.   
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Concern:  Have the City Parks Department and Foundation representatives fairly represented the nature 
and amounts of transactions to the City Council? 

Finding:  Potential Misrepresentation of Denton Parks Foundation’s Progress to the City 

In June, 2016, City/Parks Director presented to the Mayor and City Council an “Informal Staff 
Report” (PD Staff Report) with the subject, “This report summarizes the Return on Investment 
during 2014–2016 from the Denton Parks Foundation, a 501(c)(3) non-profit organization.”20 

Within the PD Staff Report, the Parks Director contended that the City’s three-year contribution 
to the Foundation for the Executive Director’s salary helped grow the fundraising “to sponsor 
projects that would typically compete for City Capital Improvement Funds.”  To contrast to more 
current year fundraising accomplishments, the Parks Director stated: 

From 2001 through 2013, prior to the funding of the Executive Director 
position, the Denton Parks Foundation raised approximately $144,000.  

The PD Staff Report goes on to list the return on investment from 2014 to 2016 by dividing the 
amount raised by the foundation for every dollar invested by the City.  

• 2014:  Raised $106,867, producing a Return on Investment (ROI) of $3.05 for every dollar 
invested by the City 

• 2015:  Raised $552,183, producing an ROI of $15,78  for every dollar invested by the City 

• 2016:  Projected to raise $148,700, projected ROI of 4.25 for every dollar invested by the 
City 

o The general ledger shows deposits of approximately $139,000 in 2016. 

Concern:  Were the Mayor and City Council properly informed regarding the ROI in June 2016? 

Finding:  We find the PD Staff Report presented to the Mayor and City Council was inaccurate 
in the following ways:  

• The ROI calculation is flawed.  It is dividing the amount the Foundation raised in a year by 
$35,000.  Therefore, the calculation assumed:  

o There was no fundraising performed at the Foundation before the $35,000 investment 
from the City and 

o Only because of the $35,000 provided by the City did the fundraising occur 

o The Foundation is an established entity in the Denton community and has provided 
successful projects (Eureka 1, sports scholarships, etc.) well before the City provided 
funding for the Executive Director.  The average fundraising between 2007 and 2013 
by Foundation was over $123,000 per year. 21 

Finding:  The PD Staff Report misstated the amount raised by the Foundation during 2011–2013.  
Per the IRS form 990-EZ filed for the Foundation, over $350,000 was raised in those years.  The 
PD Staff Report gives the impression that the Foundation is doing significantly more fundraising.  

                                                           
20 Informal Staff Report No. 2016-047 dated June 17. 2016, Appendix 4 
21 Per IRS Forms 990-EZ 
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However, the 2014 result was actually $10,000+ below the results from the prior year of 2013.   
Presented below are the Foundation fundraising amounts from the Foundation’s tax returns: 

 

Finding:  The PD Staff Report did not account for the additional investment by the City to the 
Foundation in the ROI calculation.  Every year under the Scope Period, the City provided the 
Foundation with the following: 

• Office Space:  Initially, Foundation personnel were provided office space in the City Hall 
“East,” then they were moved to the Civic Center.  The City never charged the Foundation 
for the use of this space.  The accounting of this resource was not included in the ROI 
calculation. 

• Personnel:  City/Parks personnel were used to assist the Foundation.  Examples of this 
include:  

o Designing flyers for Foundation projects 

o Printing flyers  

o Engraving pickets  

o Taking minutes at meetings 

o Keeping track of checks and deposits  

o Other administrative functions 

o Specifically for the Eureka 2 project, there was significant City/Parks employee time 
investment   

 City/Parks personnel supported all marketing and advertising needs including:  

• Eureka 2 branding 

• Eureka 2 logo for website 

• Eureka 2 marketing plan 

• Eureka 2 advertising  campaign  

• Eureka 2 flyers 

o City/Parks maintenance employees supervised the Eureka 2 community build.  Reports 
show they spent 6,398 man hours and in excess of $173,000, which included 
significant amounts of overtime.  

2011 135,097$      
2012 103,293       
2013 118,997       

357,387$      
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o The City paid $7,789 for temporary staff to assist the Foundation during the Eureka 2 
project.22  These amounts were not considered in the calculations of the Foundation’s 
ROI presented to the City.        

• Use of City/Parks personnel with no charge for events such as “Juneteenth” and Cinco De 
Mayo 

• Payment of two invoices for the Eureka 2 project totaling $180,703.60 

As none of these costs were considered in the calculation, the ROI figures presented in the memo 
are significantly overstated.  

The PD Staff Report included this chart:  

 

We calculate an estimate of City expenses in the following chart to present a more accurate picture of the 
City’s investment in the Foundation for 2015:23 

                                                           
22 There were payments totaling $161,534 paid to a temporary staffing agency “LC Personnel, Inc.”, (or “Labor 
Finders” within the PO system), related to the Parks maintenance and Parks administration cost centers.  The $7,789 
total was identified based on the coding on the invoice and other relevant documentation, however there could have 
been additional temporary staffing benefiting the Foundation paid that was not coded to the project.  
23 The value of unpaid rent and staff time are not easily quantifiable.  We estimated $24,000 in unpaid rent and 
$300,000 for Park employee time directed to the Eureka 2 project.  A more detailed study of City/Parks allocation of 
resources to Foundation projects is beyond the scope of our work. 



 

16 

City of Denton, Texas // Forensic Investigation Report  
February 16, 2018 

 

Usage of Parks personnel to support the Eureka 2 was significant and not reflected in the Foundation’s 
presentation to City Council regarding their return on investment.  

Evaluation of the Employee and Vendor Master Files 

Due to the nature of the relationship between the City and the Foundation, the employee and vendor 
master files assisted us in the evaluation of the interaction between the two entities to determine if there 
are any overlaps or potential conflicts of interest.  For reference, the employee and vendor master files are 
an entity’s comprehensive listing of employees and vendors and typically include information such as 
name, identification numbers, addresses, phone numbers, etc.   

We performed data analytics to compare the City employee and vendor listings to both the employees and 
vendors of the Foundation.  In addition, we compared the Foundation employee and vendor listings to 
those of the City.  It should be noted that this analysis was limited by the fact that the Foundation did not 
maintain the addresses associated with employees and vendors in its accounting software.  Thus, our 
comparison could only be performed based on names.  We expanded the employee listing to include both 
the Foundation Board of Directors and the current City Council.   

As such, the list of Foundation personnel used in our analysis included the following: 

Molly Tampke Executive Director 
Jennifer Collins Administrative Assistant 
Marc Culp  Board President 
Pete Kamp  Board Vice President 
Simone Royster Board Treasurer 
Don Edwards  Board Secretary 

We also included the following individuals as part of our analysis of City parties who potentially could 
have received payments: 

Chris Watts  Mayor 
Sara Bagheri  Council Member 
Gerard Hudspeth Council Member 
Don Duff  Council Member 
Dalton Gregory Council Member 
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John Ryan  Council Member 
Keely Briggs  Council Member 

Foundation Payees on City Vendor List   

Our analysis indicated that individuals from the Foundation employee listing were included on the City’s 
vendor listing and received $23,478 in payments from the City during our Scope Period.  A summary of 
those payments can be found in the chart immediately below. 

 

 

We understand that Ms. Kamp served on the City Council until May 2014.  Based on the transactional 
detail provided, the payments received by Ms. Kamp related to ordinary expense reimbursements she 
received while serving as a Denton City Council member and a payment related to a solar rebate program 
the City was offering.  All the payments received by Foundation employees from the City appeared 
appropriate.   

City Employees on the Foundation Vendor List   

We noted City employees included as Foundation vendors that received $8,653 in payments from the 
Foundation during our Scope Period.  A summary can be found below: 

 
(A) Employee 168073 is the same as Employee 114227 

As illustrated above, four of the 14 employees were considered “terminated” and no longer employed by 
the City at the time of our investigation.  However, Employee 2155022 and Employee 1621028 were 
employed for a period of time during our scope. 
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City Vendors on Foundation Payee List:   

There were no City vendors found on the Foundation payee list. 

Foundation Vendors on City Payee List:   

There were no Foundation vendors found on the City payee file. 

Concern:  Were there payments to City vendors who were also Foundation employees, and vice versa? 

Findings:  We noted no concerns found within the scope of our work. 

• The infrequency and/or dollar value of payments received from the Foundation by City 
employees did not cause any concern, after determination of the amounts received. 

• No known policy exists surrounding the receipt of monies by City employees from the 
Foundation.  See the section on recommendations below. 

• No matches on the City vendor master existed in the Foundation employee and vendor master 
file. 

• Analysis was limited in nature due to the inability to cross reference physical addresses 
between the employee and vendor master files of the City and Foundation. 

Assessment of the Foundation General Ledger 

As we mentioned earlier in this report, Ms. Royster could have assisted us in our fact finding and 
regrettably, refused to participate in a personal interview.  Therefore, our findings are limited to the extent 
that Ms. Royster could have answered some questions related to the Foundation’s financial information.  
Many of the questions we would have asked her would have been related to Foundation’s books and 
records, considering her role as the Foundation’s Treasurer. 

The Foundation uses QuickBooks to track its financial activities.  QuickBooks is a common accounting 
software utilized by small businesses and entities.  The software contains a tracking mechanism and 
produces a report known as the Audit Trail.  The Audit Trail report allows a user to view the timing of all 
entries made into the software, including modified, voided and deleted transactions.  Further, this report 
contains details such as the entry/modified date, which user made the entry/modification, the “state” of 
the transaction, the accounting date and the account name, among other things.   

Throughout the course of the relationship between the City and the Foundation, we understand the 
Foundation would provide City employees, specifically employees of the City/Parks Department, and the 
City Council updates on activities, such as the fundraising completed by the Foundation.  The Audit Trail 
report assisted us in determining the timing and to some degree the accuracy of the financial operations of 
the Foundation and therefore the accuracy of the financial updates provided to the City. 

Part of our analysis consisted of analyzing the General Ledger and comparing the “Entered/Last 
Modified” date to the accounting date to determine the length of the time between the two.  We 
determined that entries in which these two dates are in excess of 30 days typically warranted additional 
investigation.   

We noted a significant amount of modifications that occurred more than 30 days from the accounting 
date.  Additional testing was completed because of the regularity of the gap in days identified.  See the 
Bank Statement and Check Register Analysis section below.  We also understand that due to the 
relatively small size of the Foundation coupled with the fact that the Foundation Treasurer is a volunteer, 
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the frequency of entries made into the accounting software would be less, which would cause a greater 
number of days between date entered/modified and the accounting date. 

Concern:  What is the condition of the books and records of the Foundation? 

Findings:  Comments; something for the parties to be cautious about. 

• The entering of most Foundation transactions into the QuickBooks software is delayed (i.e., 
greater than 30 days).  Additional testing was completed as a result – see Bank Statement and 
Check Register Analysis section below. 

• The delay in recording transactions may have contributed to inaccuracy of amounts being 
provided to the City and its council members at the time information was requested from the 
Foundation. 

• We were able to determine that there was only one log-in set up for an “Admin” user.   

o Due to the scope limitations noted above, we were not able to determine how many 
people are able to log-in with the “Admin” user, or who had access to the Foundation’s 
books and/or who all were responsible for the recording of entries. 

• Due to the scope limitations previously mentioned, we were not able to adequately assess the 
controls around the Foundation’s accounting functions and systems. 

 

General Ledger, Bank Statement and Check Register Analysis 

Due to the financial relationship between the City and the Foundation, we requested bank statements, 
including check copies and check registers.  The primary purpose of requesting this information was to 
verify and trace transactions recorded in the accounting software of both entities to the bank statements.  
In addition, due to the significant amount of transactions in the Foundation’s accounting records that 
possessed a date entered/modified that was in excess of 30 days of the accounting date, we utilized the 
bank statements to test the accuracy of the data being entered into their books. 

During our scope period, we noted that the City issued $207,620 in payments to the Foundation.  The 
amounts are summarized by year below. 

 

                                *2012 represents October 1 – December 31 

We traced each of the checks issued by the City to the Foundation books and noted that all checks, with 
the exception of one, were recorded.  We noted that check number 365367 made payable to “Denton 

Year Amount
2012 $269
2013 4,611                 
2014 75,727               
2015 10,862               
2016 36,450               
2017 79,701               

TOTAL $207,620

City Payments to the DPF
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Parks Foundation” on May 25, 2017, in the amount of $1,000 was not recorded in the books, nor has it 
cleared the City’s bank account.  See Exhibit 1. 

During the Scope Period, we discovered that the Foundation issued $116,575 in payments to the City.  
The amounts are summarized by year below. 

 

                                 *2012 represents October 1 – December 31 

Based on our analysis of the Foundation books and bank statements, we were able to confirm that the 
Foundation checks written to the City cleared the Foundation’s bank with the exception of two checks 
that were issued in September 2017.  Check number 1759 made payable to the “City of Denton” on 
September 15, 2017, and check number 1760 made payable to the “City of Denton” on September 29, 
2017 in the amounts of $328 and $17,030, respectively, likely do not show as cleared due to the cutoff of 
our Scope Period on September 30, 2017, and the delay in recording entries by Foundation. 

As indicated in the “Assessment of the Foundation Audit Trail” from the section above, we traced 
transactions from the Foundation’s operating bank statement.24  This analysis was completed on a sample 
basis and included the following months: 

• April 2015 

• June 2015 

• October 2015 

• April 2016 

• June 2016 

• October 2016 

• February 2017 

• June 2017 

Concern:  What is the condition of the books and records of the Foundation? 

Findings:  No exceptions.  See recommendations cited later in this report. 

• We were able to match each transaction from the months indicated above and noted no 
exceptions.  This included tracing outstanding items from one month to the subsequent 
month.  As such, we are comfortable that the Foundation’s books include all bank 
transactions.  Of course, there are no guarantees that any potential “off-book” transactions did 

                                                           
24 AccessBank Account XX6280 

Year Amount
2012 $7,475
2013 3,635                 
2014 27,706               
2015 16,199               
2016 22,351               
2017 39,209               
TOTAL $116,575

DPF Payments to the City
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not occur, but we did not come across any indications of this in our limited review nor was it 
part of our scope of procedures. 

• There are no policies or procedures related to the handling of monies to/from both entities. 

• The Foundation’s financial records provided to us appear to accurately reflect the activity 
from its operating bank statements. 

 

Foundation Sources / Uses of Income 

Based on our analysis of the documentation provided to us by the City and the Foundation, we understand 
the Foundation was, from time to time, asked to provide an ROI analysis to the City and City Council.  
Further, we understand this was a method in which the City and City Council would evaluate the 
investment of City funds in the Foundation for purposes such as the salary of the Executive Director, 
supplies, etc.  In completing the ROI calculation, the Foundation, to our knowledge, would compare the 
receipt of money by the Foundation to the dollar contribution provided to the Foundation by the City. 

Foundation Sources of Income 

The following is a listing of the income by type as recorded in the Foundation’s books during the Scope 
Period. 

 

The “Dev. Assistant Contract” and “ED Contract” line items represent $181,500 of the $182,000 in 
assistance the City provided to the Foundation during the Scope Period.  The remaining $500 received by 
the Foundation was recorded in “Program Receipts.” 

The following chart is a further breakdown of the Foundation’s “Program Receipts” by year: 

 

Additionally, Exhibit 2 represents the “Program Receipts” by class (i.e., purpose) by year for our Scope 
Period.  The classes are based on the designation made by the Foundation when the amounts were 
recorded. 

2012 2013 2014 2015 2016 2017 Total

$27,693 $108,296 $100,336 $600,008 $173,063 $209,616 $1,219,012



 

22 

City of Denton, Texas // Forensic Investigation Report  
February 16, 2018 

Foundation Uses of Income / Expenses 

The following represents the uses of funds received by the Foundation during our Scope Period. 

 

As shown above, the majority of the uses of the funds were for “ED Contracted Services” and “Program 
Expenses.”  The “ED Contracted Services” correlates to the “Dev. Assistant Contract” and “ED Contract” 
income illustrated above.  As shown, the Foundation had only spent approximately $151,124 of the 
$181,500 it received by the City for the salary of the Foundation Executive Director and the assistant. 

The following represents a further breakdown of the Foundation’s “Program Expenses” by year. 

 

We have included as Exhibit 3 the “Program Expenses” by class (i.e., purpose) by year for our Scope 
Period.  As indicated earlier, the classes represent the Foundation designations that were made when 
entered into QuickBooks. 

Eureka 2 

Based on the data entered into QuickBooks, the revenue raised for the Eureka 2 playground project was 
$434,387.  See Exhibit 2.  The expenditures related to the Eureka 2 playground project were $392,623.  
See Exhibit 3.  Thus, our analysis indicates that the Eureka 2 playground project had a project surplus of 
$41,764.  However, the balance remaining in the “Eureka – 2” cash account in QuickBooks as of the end 
of our Scope Period was $35,507, as shown below. 

2012 2013 2014 2015 2016 2017 Total

$33,781 $97,755 $112,676 $492,602 $253,216 $81,232 $1,071,262
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The Foundation records indicate that $6,257 was charged against the “Eureka – 2” cash account that was 
unrelated to the Eureka 2 playground project, or expenses were not correctly classified when entered. 

Eureka 2 playground proceeds/revenue equaled $434,387 and expenses related to the project were 
$392,623.  According to the Foundation books, there should be $41,764 in excess revenue related to the 
project, but only $35,507 is remaining in the “Eureka – 2” cash account. 

The Foundation books and records do not track donation pledges. 

 

Other Findings 

• The Foundation books and records do not clearly reflect the amounts they have raised from 
the sale of advertisements on City property. 

o The City/Parks Director remembered approving/authorizing the advertising and has since 
recognized that it was wrong.  During our interview with him, he stated that it did not 
occur to him at the time that it was a problem for the Foundation to collect revenue for 
advertising placed on City property.  However, in an email in June of 2015, he asked the 
question, “Is there any issue in putting DATCU name on the playground structure?” and 
concluded “Think I’ll just ask for forgiveness…” 

• For some time, Foundation offices have been located in City offices, representing an in-kind 
donation from the City to the Foundation.  The City/Parks Director stated that he relocated 
the Foundation to the Civic Center not only because donors would have better parking and 
the Foundation office would be easier to find, but also at the insistence of City/Parks staff.   

• Customized pickets were sold as a fundraiser for the Eureka 2 project.  A common theme 
through our interviews was regarding the poor handling of pickets by the Foundation, with 
complaints being made to City/Parks staff.  City/Parks maintenance has continually asked the 
Foundation for a final list of the pickets, which has not yet been provided. 

• There was a donation to the Foundation in the amount of $1,500 for a memorial bench, based 
on an estimated cost of the bench.  The actual cost to the City/Parks was allegedly $328, 
which was less than the citizen was charged.  The money was deposited into the Foundation.  
Multiple City/Parks personnel were uncomfortable with the overage being absorbed by the 
Foundation without notifying the donor.  
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Recommendations 

Agreement with the Foundation/Clarification of Boundaries 

Assuming the City and Foundation decide to move forward with a working arrangement between 
the parties, we recommend the following: 

• Periodically evaluate the City’s arrangements and financial relationship with the Foundation 
(and any other similar outside parties) and determine whether it is in the City’s interest to 
continue the relationship/arrangement for a given time period.  Document in an agreement 
that states clearly what amounts should be allocated for salaries, office supplies, etc., or if the 
City wants to give the money to be used at the Foundation’s discretion. 

• Develop a memorandum of understanding which sets out the scope of the relationship 
between the Foundation and the City, clearly defining roles and expectations between both, 
benchmarks to achieve and expected flow of money.  In addition, develop policies for City 
employees for guidance with their interactions with the Foundation. 

• Develop policies and procedures around the interactions between the City and the 
Foundation; related to: 

o generally and specifically related to monies that flow from one entity to the other 

o related to employees of either entity 

• Define how the ROI calculation should be computed and any other metrics of measuring the 
success of the Foundation by the City. 

• Define a reporting mechanism for the Executive Director of the Foundation to report to 
someone at the City, other than the City/Parks Director, to provide a control. 

Accounting for Youth Sports Association fees 

We recommend the following: 

• Payments should be remitted to the City of Denton under the current agreement.  The City 
would then be responsible for administering those funds. 

• Alternatively, the City could terminate its agreement with the Youth Sports Association and 
develop a new arrangement for supporting the organization. 

• The City should ask the Foundation to provide its own accounting of the funds collected and 
disbursed for these purposes. 

City Operations  

We recommend the following: 

• Implement a Code of Conduct policy. 

• Perform annual conflict of interest disclosures for City Council and department heads that 
identify business relationships and family.  The focus should be on transparency regarding 
with whom the City does business. 
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Denton Parks Foundation Operations  

We recommend the following: 

• Implement control processes similar to the City for cash handling and procurement.  This 
should reduce the temptation for individuals to direct activities towards a certain vendor. 

• Develop of a Conflicts of Interest policy and a Code of Conduct policy to assist with the 
identification of potential conflicts of interest. 

• Have more timely entry of financial transactions (within one to two weeks) in its 
bookkeeping records so that more accurate reports can be provided, both internally to the 
Foundation’s Board and to the City. 

• Set up procedures to ensure the recording and tracking of pledges, preferably by utilizing the 
accounting software. 

• Enter the addresses of its vendors in its accounting software program to further help identify 
potential conflicts of interest. 

• Conduct a review of internal controls and accounting controls to ensure that proper, accurate 
and timely accounting is done to support an accounting to the City. 
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